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ABSTRACT

The Training Function in Business
Terry A. Huseth
The University of North Dakota Graduate Center, 1989
Faculty Advisor: Professor Orville Goulet

The problem statement to be discussed is the training function in
business today, including a review of training alternatives available and how
these alternatives can be made to fit a company's needs in a cost-effective
manner.
The method used for this paper is a review of recent articles regarding
training. The majority of the materials reviewed were written by professional
training management persons or training consultants. These people should
have a working knowledge of the training function. Information was also
drawn from personal experience, since a portion of my job includes being
education officer for the company.
The resulting information provides a review of the training management function, how training is affected by the size of the business and its goals
and objectives. Also, attention is given to the costs and benefits of training and
how they may be determined.
The overall goal of this paper was to give an overview of training in
business and raise the awareness that training is really still in its infancy. The
con<;lusions reached concur with that goal.

Vl

CHAPTER 1

Introduction

Training has been defined as, "an intervention whose purpose is to
establish, improve or maintain competent work behavior. " 1 All busi-

nesses today must deal with the question of providing adequate training to
their employees. This has not changed over the years. What has changed is
business itself and the fact that today's businesses operate at a much faster
pace than ever before. This fast paced business environment, has brought
about constant change, which has in turn resulted in a greater demand for
employee training than ever before.
The purpose of this paper is to focus on the expanding demand for
employer provided training and increase the awareness of the situation existing in today's business training environment.
Statement of the Problem
u

The main problem to be discussed in this paper is the training function
in business today. What are the training alternatives available to business, and
how can they be made to fit into a company's needs in a cost-effective manner.
Justification of the Problem
u

"

The problem to be discussed is justified in that training is an often
misunderstood part of today's business. Over the past century, as technology
1

Jeff Fierstein, "Let's Get Rid of the Training Department",
Training, vol. 25 no. 6, (June 1988): 63.

2

has picked up speed, change has occurred at an ever-increasing pace. This
change has had an immense impact on every phase of our lives, including the
workplace. One of the keys to dealing with change is knowledge, thus the need
for increased training of employees.
Formalized training is just in its infancy. Relatively little has been
written on training as a specific item in the workplace. As the workforce
changes, so will the training needs of business. This paper is beingwri tten with
the hope of increasing awareness regarding formal corporate training and the
need for it.
Scope

The scope of this paper will deal onlywithjob-related training. No time
is spent on the question of business' training of employees who lack the basic
skills which the public education may have failed to provide. Although
mention may be made to the need for basic skills, a formal discussion in that
area is beyond the scope of this paper.
Limitations of this paper

This paper is limited in that conclusions drawn are of a subjective
nature. They are based upon research of articles regarding employee training,
education, and development. No formal statistical data has been gathered,
and little is mentioned from other sources.
Chapter Summary

Chapter One has served as an overview of this paper. It included the
Statement of the Problem, as well as the justification for the research completed. In addition, the scope and limitations of the paper were addressed.
Chapter Two will discuss training as it is known today and review

3

training from a historical perspective. The discussion will then switch to
training, education, and development in an effort to better define training as
it is intended for this paper.

CHAPTER2
WHY COMPANIES TRAIN
TRAINING, EDUCATION AND DEVELOPMENT

This chapter will review some of the different definitions of training
being used today. It will also discuss other purposes for which training has
been used.
The definition of training set forth at the beginning of Chapter 1 refers
to training as an "intervention ... to establish, improve, and maintain

competent work behavior." The dictionary defines intervention as, 'to
come into for the purpose of'. 2 This definition infers that training has a
threefold purpose. The first, to" establish", refers to beginning or new job
training for newly hired or recently promoted employees. Second, to '' i m-

prove' ',refers to training designed to raise the employee's level of performance in his or her present job. Last, to "maintain" addresses the need for
continuous training for experienced employees so that they may continue to
work at an acceptable level as long as they remain in the same position.
Training, as discussed above, refers specifically to the training of an
employee for the continuation of his or her existing job. But this definition
does not fully address the many reasons businesses have used for training in the
past. These reasons are much broader and may sometimes become confused
with the strict definition discussed above.

2

"training".

The Grosset Webster Dictionary, new rev. ed. (1970), s.v.

5
A report prepared by P.A. McLagan in 1982, for the American Society
for Training and Development (ASTD) stated, "there has been much confusion about the relationship between training and development and other
human resource functions." 3 The following year, ASTD defined training and
development as "identifying, assessing, and through planned learn-

ing, helping develop the key competencies that enable individuals to
perform current and future jobs. "4
Clearly, ASTD's definition is broader than the one put forth in the first
part of this chapter. In addition to training for an employee's present position,

ASTD's definition includes training designed to prepare the employee for
future jobs. The first definition limited itself to only present jobs.
Anotherviewwas putforthrecentlyby Barta, Schwandt, and Hillman. It
addresses the opinion that there exists confusion between what is really
training, education, and human resource development. 5 Their article, in
Personnel Administrator's June 1989 issue, states that each of these areas
have specific differences and goes on to define the three distinct concepts.
Their definitions are as follows:

"Training-The focus is on the present job and assumes that the person
can almost immediately apply the knowledge and skills. It is necessary
for
near-term productivity increases and is low risk, likely to have
financial payoffs to the organization in the very near future.

3

P.A. McLagen, "The ASTD Training and Development Competency Study: A Model Building Challenge," Training and Development J ournal, vo~. 36 no. 5 (1982): 18-29.
4

5

Ibid.

David E. Barta, David R. Schwandt, and Larry W. Hillman, "Differences Between "T" and "D"," Personnel Administrator, vol. 34 no. 6 (June
1989): 164.

6

Education - The focus is on preparation for a future job in the organization, with the expectation that the person will be placed in the job
soon. It is a short-term investment, with moderate risk.
Development -The focus of development is not specifically on a person's present orfuture job, but on the general needs of the organization.
It is expected that the activities will be beneficial to the person and organization sometime in the future, although it is not specifically known
when. Development is viewed as a long-term investment with uncertainty regarding its direct cost-effectiveness to the organization." 6

For our purposes, the analysis provided by Barta, Schwandt, and Hillman seems the most appropriate as they make a clear cut split between the
training, education, and development of employees. The discussion in the
remainder of this paper will be consistent with their definitions.
Different Approaches .rfor Different
Needs
..,~
~..7

As mentioned in Chapter 1, changing technology has caused a demand
for increased levels of training. Today's technology has resulted in increased
use of mass-production and standardization. This has fueled consumer demand for more products and resulted in a need for increased production.
There is substantial evidence that training contributes to an increase in
productivity in certain types of jobs. 7 Thus, the need does exist for continuous
training of employees in jobs where productivity can be increased through
proper training.
A second reason for training is tied closely to the first, yet is distinctly
different. As business moves at a faster pace, there are more mergers and
consolidations occurring. The resulting changes in organizations require
additional employee training. The need for this training is three-fold. First,

6

Ibid.

7

Terry Newel, "The Future and Federal Training," Public Personnel Management, vol. 17 no. 3 (Fall 1988): 261.

7

to train the employees in the new way that they will be completing their job
under the new organization. Or, the employees of the absorbed company (in
the case of a merger) will be taught the way the controlling firm does business
in order to fit into its future. 8

The final need for training in this type of

situation is simply to assist the employee in dealing with the present changes
which are taking place.
From a management training perspective, the need for training also
revolves around the changing role of the manager. Many firms are now made
up of highly educated 'specialists' who must work as a team to accomplish an
end goal. In these types of situations, the manager must act more as a
facilitator than as a manager, due to the greater degrees of freedom and
flexibility their employees demand. 9
Before moving on, one other reason for training should be mentioned.
Training acts as a farm of reward to many employees. According to Marlene
B. Young, director of Human Resources, Great Southern Printing and Manufacturing Co. and Subsidiaries, "(Training) is recognition of an employee's
potential and the chance to expand and grow." 10 This statement can be related
back to the education and development areas discussed earlier in this chapter.
Certainly this is a side of training that can result in greater job satisfaction for
the employee, which should translate into a greater return to the company.
The use of training in this manner will vary depending upon the philosophy of
the individual company.

8

Kirkland Ropp et al., "Candid Conversations," Personnel Administrator, (October 1987): 49.
9

Ibid., 48.

10

Marlene B. Young, "Organizational Training: Benefit or Obligation?," Personnel Administrator, (October 1987): 30.

8

Chapter Summary

Chapter 2 has defined training and identified its relationship to education and employee development. Reasons for training have been discussed
which include increased productivity, a rapidly changing environment, mergers and acquisitions, and individual rewards to the employee. In addition, the
changing roles of managers have resulted in a need for a change in the methods
managers train in.
Chapter 3 will discuss what affect the size of a business may have on the
training needs of that business. The chapter will also touch on how different
companies manage their training needs, as well as how size may vary the
training department's structure.

CHAPTER3
HOW BUSINESS SIZE MAY AFFECT TRAINING

This chapter will review the different structures of training departments which may exist, and how size may affect those structures. Attention will
also be given to how the company training department may be affected by the
economic successes or failures of the company, or by other economic conditions, in the context of a business' size.
Business Size and Training
The size of an individual business will normally have a significant
impact on that business' training department and the resulting training provided for the employee. Many large corporations will have a completely
separate facility at which to provide employee training, education, and development. The McDonalds Corporation, with its Hamburger University located
at Oak Brook, Illinois, is a prime example of this type of situation.11 The
concept of a separate facility may be cost-effective for many large corporations. They can provide training, which formerly was done on a one-on-one
basis, in a large group setting, with better results, while being more cost-eff ective.
Other large and many medium-sized corporations may provide a training center located at their corporate headquarters. This center will likely be

11

Jack Gordon, "Romancing the Bottom Line," Training, vol. 24
no. 6 (June 1987): 38.

10
staffed by a full-time training department which may include trainers, program developers and even video production facilities, in some larger companies. Meanwhile, medium-sized companies may include their training function as a part of the human resources department.
Most smaller businesses are not able to afford a full-time training
department. Many have training or education officers on staff who have the
training function included as a part of additional duties. This size company
may rely heavily on more experienced employees for assistance in the training
program. They will also draw from outside training specialists, consultants
and local education programs provided through colleges and universities, as
well as adult education programs for individual training needs. The type and
amount of training provided to the employees will depend upon the skill levels
necessary and in many cases, on the initiative of the company's managers, or
the employees themselves.

Impact of Economic Conditions on Training
While the size of the business will definitely have an effect on how the
training department is structured, the company financial position and/ or
current economic conditions may also play an important part in determining
the abilities of the training department to function properly.

In a reader survey conducted by Training magazine in 1987, respondents
indicated that when cost-cutting hits, it can take a toll on the training and
human resource development department. 12 However, results indicate that
those cuts may not be anymore severe than the cuts to other departments

12

Jack Gordon, "The First Thing Cut?," Training, vol. 24 no. 11
(November 1987): 46.

11

within the company. The survey showed that of the responding companies who
had wide-scale budget cuts, only in 21.3 percent did the training/human resource development department suffer more severe cuts than other departments.13
A business' size may have a more significant impact on the training and
human resource department when it comes to cost-cutting.Jack Gordon made
the following comments regarding cutbacks from the above mentioned survey:
"When it comes to actual cutbacks, two trends are
worth noting. One is that larger companies have more
experience with budget chopping. About 41 percent of
respondents from organizations with 2,500 or more
employees say their companies have ordered widespread
cuts in the last three years, compared to 23 percent of
those in companies with fewer than 500 people. The
other trend is that when times get tough, training enjoys
more favorable treatment in large and medium-sized
companies than in small ones. Deviations from equal
treatment worked to (training's) advantage by better than
a 3-2 ratio in companies with more than 500 employees. In
those with less than 500 employees, deviations were (also)
more likely to help than hurt, but only by 33 percent to
27 percent" 14
From the information presented above, it appears that in larger organizations, training m·ay receive more attention and support. What are possible
reasons for the above survey results? Perhaps one reason is that in larger
companies the training department can make cuts in more areas than in
smaller companies. Why is this possible? In another article, Gordon discusses
the larger companies' abilities to cut a "a little here, a little there." 15

13

Table listed in Appendix 1.

14

1 ack Gordon, "The First Thing Cut?," Training, vol. 24 no. 11
(November 1987): 46.
15

Jack Gordon, "Where the Hatchet Falls," Training, vol. 24 no. 11
(November 1987): 46.

12
Gordon goes on to explain that while large and medium-sized firms cut items
such as new program development, the smaller company is forced to cut
existing programs. This is likely because most smaller companies rely on
outsiders for the majority of their training programs and develop very few new
programs on their own. When the cuts come, the small firm is farced to cut
directly into existing programs.

Chapter Summary

The discussion in this chapter has revolved around the fact that larger
corporations have the ability to develop and maintain a stronger training
program backed by full-time training departments which have corporate
training facilities. In contrast, smallerfirms often have employees designated
to work in the training and education area, while also working in other areas
for the firm. Discussed was the fact that cost cutting usually cuts deeper into
smallerf irms, since larger firms apparently have more areas from which to 'cut
a little'. No determination was made regarding the quality of training provided
in the different sized organizations.
Chapter 4 will review the different forms of training available to the
business both from inside and outside sources.

CHAPTER4
AVAILABLE TRAINING PROGRAM ALTERNATIVES

This chapter will provide a review of the many types of training alternatives available from which the training manager may choose. The review will
range from the simplest, oldest form of training to the wave of the future, video
training and computer training.
On-the-job training may simply be described as including "front-line
supervisors, senior employees who orient new workers." 16 While being the
most common form of training, on-the-job training may also be the most
difficult training to perform. The difficulty comes from the fact that in most
cases the on-the-job training environment cannot be totally controlled. Training, while also dealingwith customers, in live situations, can frustrate even the
most experienced person. When coupled with the fact that most on-the-job
trainers have little or no formal background on how to train others, this type
of training can have quite varied results. Still, when properly planned, on-thejob training can be the most effective training available to any firm.
More Formal Programs

As discussed in Chapter 3, large and medium-sized companies will many
times provide formal training courses at their corporate training centers.
These courses are usually targeted at very specific audiences and are normally

16

Lillie Ann Kim, "Classroom Learning Techniques for On-theJ ob Trainers," Personnel Journal (February 1989): 102.

14
presented by professional trainers. Quite often, the program presenters
include experienced company personnel who assist the professional trainers.
The experienced employee helps to bring a 'real world' feeling to the programs.
These courses teach skills necessary for the employee to complete his or
her specific job, whether it be making and serving hamburgers, like at McDonald's
Hamburger University, repairing automobiles, or managing a sales department. Whether or not the courses are also targeted toward education and development will depend upon the specific company and its corporate goals.
Historically, smaller companies have hired consultants or professional
trainers to be used for 'in house' training programs. Normally these have been
one-shot programs, meaning they are held once, usually targeted at a specific
employee group. The problem with this type of training is that follow-up may
not take place after the course is completed and normally only a small portion
of the employees will post-review the program information on their own.
Therefore, much of the value of this type of training may be lost.
Using professional consultants or trainers for company training can be
very successful, if proper support andf ollow-up is provided by management. In
fact, many larger firms are also moving toward the use of outside consultants.
These firms are finding that it can be economicallyf easible to maintain a small
corporate staff for management of the basic training, education, and development programs, and hire outside consultants and expert trainers to perform
the actual training. This is especially true as business searches for new ways to
operate more efficiently.17

17

Kirkland Ropp, "Candid Conversations," Personnel Administrator, (October 1987): 51.

15
Another form of hired consultant for one-time programs is the motivational speaker. Motivational speaking has become a very big business. Speakers such as Tom Peters (In Search of Excellence), Ken Blanchard (The OneMinute Manager) and Zig Ziglar command fees of up to $20,000 per seminar.
Former professional athletes, such as Fran Tarkenton and Roger Staubach,
are also in high demand as motivational speakers. While motivational speakers may provide motivation to the group, many experts feel that motivation in
itself is not long-lasting. They recommend that the motivational speaker, if
used, should be included as part of a larger overall plan and not be relied upon
individually for a successful training program. 18
Additional alternatives for training are available through professional
organizations such as the American Management Association, American
Bankers Association, and other similar organizations who sponsor seminars to
their membership on an ongoing basis. Local high schools, colleges, and
universities may also provide training opportunities for employees. These
local programs may be very cost-effective while allowing the employee a
chance to communicate with people from other types of businesses, there by
providing the employee with a broader picture of the business world.
Newer Forms of Training

A fast-growing version of the consultant or professional trainer is
'franchised training.' In an article in the February, 1989 Training magazine,
it was estimated that over 10,500individual training franchises operated in the
United States during 1988, grossing an estimated $640 billion. 19 In that article,
18

J eremy Main, "Merchants of Inspiration," Fortune, (July 6,

1987): 69-70.
19

Dale Feuer, "Franchising the Training Game," Training, (February 1989): 41.

16
Alan Brisco, president of The Training Corp., an Ontario-franchise training
program operation, states franchised training is the wave of the future. Brisco
recommends the "stick-to-your-knitting" case for using outside training firms.
He states:
"Take the petroleum company. Its principal business
is doing something with oil and gas and getting it to the
marketplace. Its business is not to keep current with
training technologies ... " 20
Brisco feels companies should hire the professional trainers to do training.
That concept is consistent with attempts by companies to reduce costly
fixed overhead and allow management more flexibility in the decision making
process. At the same time, it could cause the company to lose some control
over what is trained and how, if management does not pay sufficient attention
to what the hired trainers are doing.
Another recent form of training is 'individualized training', which has
become a reality through the advances made in technology in the past decade.
Individualized training can be accomplished through use of computers and/ or
video tape. These have made possible training at the work station, in the car,
and in the home. In addition, the training can be accomplished at the employee's leisure. 21 Ralph E. Ganger, president of CBS Training Corporation,
located in New Jersey, cites the major strengths of this new wave of training as
being self-paced, easy to distribute, standardized, and available to employees
almost as quickly as a training need is identified. No longer does a new
employee need to wait for the next scheduled training session. 22
20

Ibid.

21

Terry N ewe 11, "The Future and Federal Training," Public Personnel Management, vol. 17 no. 3 (Fall 1988): 40.
22

Ralph E. Ganger, "Computer-Based Training Improves Job
Performance," Personnel Journal, vol. 68 no. 6 (June 1989): 118.
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Chapter Summary

This chapter has served to review many of the training alternatives
available today. The strengths and potential weaknesses were discussed. The
future of training could possibly rest firmly in the hands of the franchised
trainer and individualized training methods which technology is making available. It is apparent that an increasing number of training alternatives are
becoming available, due mainly to corporate demands for more flexibility and
the drive by trainers for the all-mighty dollar.
Chapter 5 will discuss how training needs may be accurately determined
by management and the training department.

CHAPTERS
DETERMINING TRAINING NEEDS

For any individual phase of a company to be successful, management
must take the lead and set an example for the employees to follow. Training is
no different. For training to be successful, management must first set out the
purpose of the training department. According to Patricia S. McLagan, CEO
of McLagan International, a human relations development company based in
St. Paul, MN, "In some companies, training is an obligation .. .In other organization, training supports the company's strategic and operating objectives." 23
Management can and does use training as a way of communicating with employees regarding organizational goals and objectives. Training, properly developed and carried out, can assist employees in understanding what the
company wants done and how it will be accomplished.
Chapter 2 mentioned management's occasional use of training as a
reward for employees. While this is a noble gesture, in these days of costcutting and budget-slashing, the organization needs to analyze how effective
the use of training as a reward is and how well it can fit into the company's
overall goals. The days when an organization can simply pick some training
and send someone is fast approaching an end.
Needs Analysis

How should an organization approach its training needs? Most training
23

Patricia S. McLagan, "Top Management Support," Training,
(May 1988): 59.

19
managers agree that the process should begin with an analysis of what training
is really necessary. This process is often referred to as a 'needs assessment' or
needs analysis. Barbara Bowman, director of Human Resource Development
at Children's Hospital of Wisconsin, in Milwaukee, refers to the needs assessment process as the 'missing link' in determining what a training program is
doing for a company. 24
Needs assessment is a survey which may be given to different levels of an
organization to help determine in what areas the different groups of employees of managers feel training is needed and why. The assessment, or analysis,
as it is also ref erred to, should take into account the company's strategic plans,
what changes are occurring in the way business is being handled, what new
products, production methods and so forth, are taking place or being planned.
The resulting information is then analyzed by the training department to
identify common areas mentioned and compare them to the organizational
objectives. Priorities can then be identified and a plan of action developed and
recommended to management.
AN eeds Analysis presently being used with the Seventh Farm Credit
District is included in the Appendix. 25 This specific survey has been used in the
past to assist in identifying middle management training needs. A review of the
format shows that the survey is broken into five individual categories, those
being, 1) planning; 2) organizing; 3) directing; 4) controlling; and 5) miscellaneous. The first four categories relate directly to the main functions of a

24

Barbara Bowman, "Sins of Omission," Training, vol. 24 no. 5
(May 1987): 46.
25

Appendix 2.

Needs Analysis format of Farm Credit Services is listed in

20

manager. 26 The survey asks each person who completes the assessment to
measure his or her own skill levels in subheadings under the five categories. It
is also completed by senior management to determine their perceptions of
subordinate needs. Once this information is completed, it is forwarded to the
training department for analysis and recommendations to management, as
was discussed above. This information is then used to develop the annual
training program.

Potential Pitfalls
Another area should be addressed regarding the needs analysis or other
similar methods used to develop a training plan. It is very important that care
be taken to insure whether problem areas identified can be corrected through
training, or is there some other non-training related problem involved? 27 For
training to ultimately be successful, training needs must be accurately identified and separated from problems due to other causes.
Finally, training managers must be careful to avoid falling into reactive
habits. According to John Lawrie, president of Applied Psychology, Inc.,
reactive habits can include the feeling of pressure to put on training programs
simply because management likes a certain type of training, or it is fashionable
or a quick way to train. 28 While this position may not always be the most
popularwith management, in the long run, the proper use of the needs analysis,
or a similar type of program, should prove to management the training depart
John M. Ivancevich and Michael T. Matteson, Organizational
Behavior and Management, (Business Publications, Inc. Plano, Texas, 1987):
25.
26

27

Barbara Bowman, "Sins of Omission," Training, vol. 24 no. 5
(May 1987): 46.
28

1986): 20.

John Lawrie, "Revitalizing the HRD Function," Personnel, (June

21

ment is doing its job and giving the company the most for its investment.
Chapter Summary

Chapter 5 has discussed the proper techniques which should be used in
the determination of the training needs of the organization. If properly used
and analyzed, the needs analysis, or a similar format, should be of great
assistance in determining priority training needs. The training manager must
be careful not to confuse training needs with needs which cannot be satisfied
through training. Finally, the training manager must not fall into reactive
habits, that is training simply because management likes it or it is the popular
thing to do.
In Chapter 6, attention will switch to determining the costs and benefits
of training programs.

CHAPTER6
MEASURING THE COSTS AND BENEFITS OF TRAINING

Most businesses, or individual departments of a business, measure their
successes and failures by the bottom line. The bottom line shows whether
activities completed have resulted in a 'net profit' or a 'net loss' monetarily.
Trainers have spent years dealingwith the 'bottom line'. Unfortunately, in the
training area, determining the bottom line is not a simple matter.
Determining Costs

Training costs come in two forms, direct and indirect costs. Direct
costs are those which show up on the company Income Statement under

'Expenses: Training'. These costs include the meeting facility, food and
beverages, the cost of the speaker, employee travel, and motel bills. These
costs are easily identified and classified.
Indirect costs are not so easily identified. According to a 1976 study

completed by Dr. Thomas F. Gilbert, 90 percent of total training costs do not
show up under the Training Expense heading. 29 Rather, they are hidden in the
salary and benefits areas. These costs consist of employee time traveling to
and from the training, not to mention their time involved during the meeting.
These salaries, benefits and other overhead costs may make the 'out-of-thepocket' expenses pale in comparison.

29

Coleman Lee Finkel, "The True Cost of a Training Program,"
Training and Development Journal, (September 1987): 74.

23

The fallowing example will provide some insight into the above discussion:
The XYZ Corporation has planned a two day management seminar
for 20 of its middle managers. The program is scheduled at a central
location to which all must fly the afternoon before. This means that
by the time each manager gets to the office and prepares for his trip,
the majority of one work day is lost, in addition to the two days
of training.
TRACEABLE COSTS (Travel and meals)
(Per Individual )
Round trip airfare
Taxi
Motel
Dinners
Breakfasts
Total per employee

Totals
$

$

200
25
120
40
10
395

X 20

=

$7,900

MEETING COSTS

Meeting Room
Lunch
Beverages during meeting
Speaker

$

200
360
50
2,000

$ 2,610
TOTAL DIRECT COSTS

$ 10,510

INDIRECT COSTS

Employees Salaries
($50,000AVERAGEX 3 days)
Benefits at 20%
Total per employee

$

$

577
115
692

X

20

=

$13,840

In this situation, Indirect costs amount to 132% of the Direct costs.

Due to the significant investment which companies put into training, it
is important that training time is well spent. A training program must be well
planned to take advantage of the time spent in the classroom. This time must
allow for the proper learning process to take place. In a 1987 article in the
Training and Development Journal, Coleman Lee Finkel, the president of
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Conference Development Center in New York, calculated the average cost of
a meeting to run about $462 per employee, per day. 30 This compares to the
average per day cost of $608 per employee in the example provided above.
Obviously, training is an expensive matter.
What can be done to reduce training costs? To be quite honest, very
little can be cut from the expense side of the ledger. While taking shortcuts or
using less expensive training sites may appear to reduce direct costs, in the long
run these actions may prove more costly if the learning activity is reduced. The
best opportunity for reducing overall training costs is for training programs to
be more productive. Increased levels of learning should first, reduce the need
to retrain on the same subject as often, and second, increase productivity,
resulting in increased gross income to the company.
Measuring Benefits

We have discussed how indirect costs in training can be very high and are
many times indeterminable. However, training costs are not the only areas
which are hard to determine. Benefits may ultimately be the hardest item on
which to make a determination. While testing can be done to determine how
much of the training information is retained, such tests actually prove very
little. Just because an employee recalls the training does not mean he or she
will put that training into practice once back on the job.31 This is the point at
which management involvement in the training process is the most important.
Management must be aware of what training has taken place and then provide
reinforcement to the employee in an ongoing fashion.

30
31

Ibid.

J ack Gordon, "The First Thing Cut?," Training, vol. 24. no. 11,
(November 1987): 43.
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Jack Gordon, in a June 1987, article in Training magazine asks, "Is it or
is it not possible to isolate the final dollar benefits an organization receives
purely as a result of a training program?" He continues, "And even if you do ... ,
is it politically advisable to claim them on the behalf of the training department?"32 It is quite often possible to measure improved performance from
direct training in many production line situations, but how can the success or
failure of a sales or management training program be measured? Patricia S.
McLagan states, "more often (than not) it's all but impossible to track training's impact directly." She goes on to say that is the reason that top management's support of training programs is so important to training's success. She
ends, "An improvement in management skills ... may not show up until years
after a training program is given ... " 33
Experts such as Gordon and McLagan agree, if a company needed to
prove the financial benefitwhich each training program has to its company, the
training department would most likely cease to exist in most companies. Gordon says "training 'bottomline' really does works better as a philosophy than as
a number." 34 Another opinion as to why training is important comes from Ron
Lessnau, dean of McDonald's Hamburger University. Lessnau says that when
you need a new toaster, you don't need the accountants to tell you whether or
not to buy it. If you don't buy it, "bad things" happen. The same is true for
training in many cases, it's not missed until it is gone. 35

32 J ack Gordon, "Romancing the BottomLine," Training, vol. 24
no. 6, (June 1987): 38.
33 Patricia S. McLagan, "Top Management Support," Training,
(May 1988): 59.
34

Ibid.

35

Ibid.
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A study by the New York Stock Exchange in 1982 found that training
ranked second out of twenty-three factors which affected productivity. 36 One
final thing must be remembered about training. As mentioned earlier, training should not be done just because management likes it, because the training
people think people need it, or because it is the fashionable thing to do. 37
Training should always have a payback to the company, even if it is an intangible payback.

Chapter Summary
This chapter has discussed the costs and benefits of training. It was
recognized that while all costs are not directly charged to training, the true
benefits can also be very difficult to measure, probably more so than the costs.
These facts make senior management support of the training program that
much more important.
Chapter 7 summarizes and makes conclusions of this study.

36

Terry Newell, "The Future and Federal Training," Public Personnel Management, vol. 17 no. 3, (Fall 1988): 40.
37

John Lawrie, "Revitalizing the HRD Function," Personnel, (June

1988): 21.

CHAPTER 7
SUMMARY AND CONCLUSIONS

Training is an emerging industry, which is just coming out of its infancy.
This is evident by the fact that there are still a number of disagreements in the
differences between training, education, and development in the training
field. The way in which these three issues are approached will depend heavily
upon the goals and objectives of the individual company.
Training is also being affected by the ever changing business environment today. The changing types of employees is, in many cases, changing the
roles of managers, resulting in new training needs for managers. A new age of
training appears to be upon us, with training consultants, franchised training
companies, and the new technology of VCRs and computers. These increased
training alternatives should provide the training manager with more flexibility.
The size of a business also plays an important part in the training
function in that business. Larger companies have large training departments
and may have large training facilities. Smaller firms may have their training
department managed by a part-time person who uses other employees, as well
as outside professionals to do their training. Size of the firm will also play a
part when cost-cutting hits, normally cutting deeper into the smaller firm's
training than that of the larger firm.
Costs and benefits of training are of significant importance as companies struggle with bottom line problems. It should be recognized that training
costs go far beyond the cash expenses paid, and usually the cost of employee
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time and other less visible costs will far out number the cash costs. Benefits,
like costs, are very hard to measure. While it is often possible to measure
improvements in production line type jobs after training has been completed,
in most areas it is almost impossible to put a dollar amount on the benefit
training has had.
The purpose of this paper was to review the training function in today's
business world with the hope of raising an awareness of the important role
training plays. It is hoped that the items reviewed have provided food for
thought for future managers and trainers to explore further.

APPENDIX 1

30

APPENDIX 1

HRD CUTS COMPARED TO OTHER DEPARTMENTS

ALL RESPONDENTS' COMPANIES:
MADE SIGNIFICANT CUTS
30.7%

CUTS NOT SIGNIFICANT
69.3%

OF COMPANIES MAKING SIGNIFICANT CUTS:
HRDCUTS
More Severe
Similar Cuts
Less Severe

VERSUS

OTHER DEPARTMENTS
21.3%
44.8%
33.9%

Results from 1984-86 surveys completed by Training magazine.

APPENDIX2
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SURVEY INSTRUCTIONS

The Manager/Supervisor Competency Survey is designed to determine service center management training needs. Survey results will enable your education officer and the St. Paul training and development department to establish
priorties when planning the 1989 program schedule.

Please completed the survey by doing the fallowing:

•
•

Read each managerial competency description .
Rate your own degree of skill and circle appropriate
number on the one to seven scale.

•

Indicate in the comment section your desire for additional skill
building. Be as specific as possible.

Remember, this survey will only be used to identify training needs, so be
objective in your self-assessment.
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SURVEY OF MANAGER/SUPERVISORY COMPETENCIES
Listed below are standard managerial competencies or skills managers and
supervisors become involved with on a day-to-day basis. For each of the
competencies, using the one to seven rating scale, rate your own degree of skill.

PLANNING
1.

Business Planning

High
Skill
7
Comments:

2.

6

Set objectives in participative manner. Accu
rately assess units' ability to perform serv
ices. Has plan linked horizontally /vertically
with other units. Plans creatively/ innovatively.

5

3

2

Low
Skill
1

-----------------------

Accurately assess dollars/resources needed
to do priority work.

Budgeting
High
Skill

7

Avg.
Skill
4

6

5

Avg.
Skill
4

3

2

Low
Skill
1

Comments:

3.

Accurately assess the needs for the staff.

Employee Planning
High
Skill
7

6

5

Avg.
Skill
4

3

2

Low
Skill
1

Comments:- - - - - - - - - - - - - - - - - - - - - - -
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4.

Policies/Procedures
High
Skill
7
Comments:

Contributes to establishing/ changing
policies/ procedures.

5

6

Avg.
Skill
4

3

2

Low
Skill
1

----------------------

ORGANIZING
1.

Division/Coordination
of Work
High
Skill
7
Comments:

2.

6

5

Avg.
Skill
4

3

2

Low
Skill
1

----------------------

Accurately matches people to job requirement.

Selection
High
Skill
7

Clearly defines roles and responsibilities
of unit and individuals.

6

5

Avg.
Skill
4

3

2

Low
Skill
1

Comments:

3.

Has work done at appropriate levels by appropriate people.

Delegation
High
Skill
7
Comments:

6

5

Avg.
Skill
4

3

2

Low
Skill
1
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DIRECTING
1.

Communicating

High
Skill
7
Comments:

2.

6

Communicates clearly, both written and
orally. Works with others cooperatively and
productively. Frequently communicates with
manager peers, and/ or subordinates.

5

3.

6

5

Comments:

Avg.
Skill
4

3

2

Low
Skill
1

----------------------Informs employees of what is expected and
what's going on within unit and other units.
Produces noticeable changes as result of coaching. Shows recognition to people who have
done a good job. Keeps informed and responds to employee concerns, ideas, etc.

Coaching/ Couse ling

High
Skill
7

2

Coordinates the various human and material
resources and activities in an efficient and effective manner. Is responsive to those in/
outside of unit.

High
Skill
Comments:

3

Low
Skill
1

-----------------------

Coordinating

7

Avg.
Skill
4

Avg.
Skill

6

5

4

3

2

Low
Skill
1

-----------------------
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4.

Developing

High
Skill
7
Comments:

Has mix of on/ off the job development activities for
employees. Creates results-oriented not activityoriente developmental plans. Has promotable
employees.

6

5

Avg.
Skill
4

3

2

Low
Skill
1

-----------------------

CONTROLLING
1.

Controlling Resources

High
Skill
7
Comments:

2.

6

Makes business decisions based on budget
guidelines. Adapts to circumstances in costeffective manner. Evaluates results for
timeliness and quality.

5

Avg.
Skill
4

3

2

Low
Skill
1

-----------------------

Measuring Performance Establishes realistic but challenging standards
for all face ts of the job. Has up-to-date records on major activities in unit.
High
Skill
7

6

5

Avg.
Skill
4

3

2

Low
Skill
1

Comments:- - - - - - - - - - - - - - - - - - - - - - -

Comments:

3.

Evaluating/Discussing
Results

High
Skill
7
Comments:

4.

37
Specific feedback (negatively /positively) so
that employee knows what has been done.
Recognize problems when they are still
minor. Basis feedback on specific, measurable behavior and results. Gives feedback on
a continuing basis.

6

5

3

2

Low
Skill
1

-----------------------

Taking Corrective
Action

High
Skill
7
Comments:

Avg.
Skill
4

6

Promptly takes corrective action where
poor performance exists. To correct
performance, gives individual clear
direction. Maintains objectivity with poor
performers.

5

Avg.
Skill
4

3

2

Low
Skill
1

-----------------------

MISCELLANEOUS
1.

Anticipate needs, trends, changes,
potential problems and makes contingency
plans. Is innovative/ creative in solving
problems, making decisions. Balances
all concerns.

Problem Solving/
Decision Makin2:

High
Skill
7

6

5

Avg.
Skill
4

3

2

Low
Skill
1

Comments: _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __
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2.

Self Management

High
Skill
7
Comments:

6

Gets priority work accomplished on time. Plans
and initiates a majority of management
activities rather than responding to demands
of others.
Responds to pressure situations
efficiently and comfortably.

5

Avg.
Skill
4

3

2

Low
Skill
1

-----------------------

BIBLIOGRAPHY
Books
Gossett Webster Dictionary, new rev. ed. (1970); s.v. "training."
Ivancevich, John M. and Michael T. Matteson, Organizational Behavior and
Management, (Business Publications, Inc., Plano, Texas, 1987): 25.

Journal and Magazine Articles
Barta, David E., David R. Schwandt, and Larry W. Hillman, "Differences
Between "T" and "D", Personnel Administrator, vol. 34 no. 6 (June
1989): 164-170.
Bowman, Barbara, "Sins of Omission," Training, (May 1987): 45-48.
Feuer, Dale, "Franchising the Training Game," Training, (February 1989):
40-45.
Fierstein, Jeff, "Let's Get Rid of the Training Department," Training, (June
1988): 63-68.
Finkel, Coleman Lee, "The True Cost of a Training Program," Training and
Development Journal, (September 1987): 74-76.
Ganger, Ralph E., "Computer-Based Training Improves Job Performance,"
Personnel Journal, vol. 68 no. 6 (June 1989): 116-123.
Gordon, Jack, "The First Thing Cut?," Training, (November 1987): 43-51.
____ , "Romancing the Bottom Line," Training, (June 1987): 31-34.

- - - -, "Where the Hatchet Falls," Training, vol. 24 no. 11, (November
1987): 46.

Kim, Lillie Ann, "Classroom Learning Techniques For On-the-Job Train
~rs," Personnel Journal, (February 1989): 102.
Lawrie, John, "Revitalizing the HRD Function," Personnel, (June 1986):
20-25.
Main, Jeremy, "Merchants of Inspiration," Fortune, (July 6, 1987): 69-74.

McLagan, P.A., "T~e ~STD Trainin~ and Development Comptency Study:
A Model Bmldmg Challenge, Training and Development Journal,
vol. 36 no. 5 (1982): 18-29.
Newell, Terry, "The Future and Federal Training," Public Personnel Management, vol. 17 no. 3 (Fall 1988): 261-272.
Ropp, Kirkland, "Candid Conversations," Personnel Administrator, (October
1987): 46-51.
Young, Marlene B., "Organizational Training: Benefit or Obligation?,"
Personnel Administrator, (October 1987): 30.

